Zcll Miller. Governor

T. Jerry Jackson. Comumissioner

ELEC. FILING: GEORGIA NO. 3

ATLANTA—A thirty percent ingreasce in
clectronically filed income tax rcturns com-
parcd to one year ago. has cnabled Georgia
to finish No. 3 nationwide in the 1998 Joint
Fed/State Electronic Filing Program.

“The Department of Revenuc is gratified by
the public’s continued acceptance of clee-
tronic filing.” said DOR Commissioner T.
Jerry Jackson. “This is the third vear that
clectronic filing has been available in Geor-
gia, and for the third consccutive year we

have finished among the top five states na-
tionwide.”

Onc of thirty-four participating states in the
Joint Fed/State Electronic Filing Program in
conjunction with the Internal Revenue Scr-
vice. to qualifly to {ile their 1997 Georgia in-
come tax return clectronically, taxpayers were
required to: 1) Be a full-ycar Georgia resident;
2) File a refund-only Georgia return: 3) File
both their Federal and Georgia returns sinul-
tancously (i.c.. with onc clectronic transniis-

sion): and 4) File their rcturns using an ap-
proved Electronic Returns Originator
{ERO).

Asof July 1. following are the top five par-
ticipating statcs. by number of clectronic
returns filed. according to IRS Joint Fed/
State Prograw statistics; 1. New York
563.649: 2. North Carolina 539,106; 3. Geor-
gia 486,444 4. Michigan 425.379: 5. South
Carolina 415,102,

STATE SALES TAX ON GROCERIES
WILL BE ELIMINATED OCTOBER 1

ATLANTA—EfTcctive October 1. 1998, with
the removal of the final one cent. the four
percent State sales tax will be abolished on
the retail sale of all cligible food and bever-
age products purchascd for olf-premiscs
consumption.

The removal of the final one cent represents
the culmination of o three-part phasc-in that
began October 1. 1996, when the first two
cents was lopped off. On October 1. 1997,
another onc cent —the third— was
droppcd.

The climination of State sales tax on food
was a key legislative initiative of Governor
Zcell Miller that resulted in the passage of
Housc Bill 263 by the 1996 session of the
General Asscmbly,

The applicable rate of state and local taxcs
on cligible food and beverage in courtics
with varying sales tax rates will be as fol-
lows on October 1. 1998 ( plcase sec chart):

Currently, the only local option taxcs which
arc not imposed on cligiblc food and bever-

- Count

4% County -

age products arc the Homestead Local Op-
tion Sales Tax (HOST) imposed in DeKalb
County and the Local Option Sales Tax (LOST)
in Taliafcrro County. The food and beverage
excmption applied to the Homestead Local

ounty Rateof Tax ,
7% County .
(cxcept DeKalb & Taliaferro) - 3%

6% County 2%
3% County ' ‘ 1%
L Y%

Option Sales Tax effective July 1, 1998, while
Taliaferro County’s Local Option Sales Tax
cxemption on food and beverage will take cf-
fecton October 1, 1998,

The sale or usc of food for "off-premises”
human consumption, as defined by the fed-
cral Food Stamp Act, includes food that is a
staple product for "home consumption" (meat.
poultry. bread., milk. candy. canned solt drinks.
ctc.). It docs not include alcoholic bever-
ages. tobacco products. itcis sold hot or in-
tended to be heated at a store, immediate con-

sumption products (fountain drinks), vita-
mins and mincrals. The food exemption docs
not include sales made by vending machincs
or sceds and plants used to grow food.

“Becausc the rate drop on Oclober 1 will
represent the last phase in a three-year

- implementation to abolish the State sales
| tax on food. the Department of Revenue

wants to be certain that all dealers and re-
tailers arc aware of this final one cent reduc-
tion.” said DOR Commissioner T. Jerry Jack-

d son. “We invite anyone who has questions

about this important change in sales tax law
to call the Sales and Usc Tax Division at
(404) 636-40060. or their ncarcst DOR Re-
gional Office.”

(See State on page 2)
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COMMISSIONER'S LETTER

During the past sixteen months. the Departiment of Revenue has made a concerted effort (o
improvc our level of service.

For taxpayers who are far removed from our headquarters building in downtown Atlanta.
perhaps the most visible, and far-reaching example. of our cllorts (o scrve taxpayers is
represented by the eleven DOR Regional Offices located throughout Georgia. A key part
of our Ficld Services Division, the Department has regional offices located in Albany,
Athens, Augusta. Columbus, Douglas, Lithia Springs. Macon, Morrow, Romie, Savannah.
and Tucker. Not only can these ficld offices answer any question over the phone (thus
sparing the taxpayer a long-distance call to Atlanta). they can also accommodalte taxpayer
“walk-in" trafTic. During Fiscal Year 1998 (which ended on June 30). according to Fred D.
White, Dircctor of the Field Services Division, the Regional Offices handled over 429,500
telephone calls from taxpayers. and assisted more than 92.200 taxpayers in person. Those
are impressive statistics, indeed.

Additionally. the Regional Offices conduct taxpayer education scminars and workshops to
assist taxpayers in developing a better understanding of tax law. They also examine
taxpaycr registrations, monitor compliance with filing deadlines and. utilizisg a total of 211
agents. colleet outstanding (delinquent) taxpayer accounts.

Perhaps the Department’s most popular customer service device has been the implementa-
tion of our DOR Worldwide Website. As of its “sccond birthday™ on July 1. the Website
had registered i excess of 215.000 ~hits™ from interested visitors. This can be attributed to
its always-expanding and timely menu of information. Whether your inquiry concerns
Income Tax. Sales Tax, Property Tax. Motor Vehicle. or press relcases announcing our
monthly cotlections (to name just a few examples). our Website is abways active. always
cvolving.

Il you have not yet visited our Website. [ invite you to take a “(est drive™ twenty-four
hours a day at htp:/7www2.state.ga.us/Departments/DOR/. We stand ready (o put our
best “customer service foot™ forward.

STATE LEVY ON FOOD ABOLISHED

(Continued from page 1)

The four percent state sales tax. and all ap-
plicable local county taxes. will continuc to
be collected on the sale of food sold lor
“on-premiscs” or inmediate consumption
— for example. food served in a restaurant.
colfee shop. cafeteria. taverns. food carts.
luncheonettes or vending machines. It will
also apply to the sale of hot foods. alco-
holic beverages and tobacco products. as

well as on other items commonly available in
grocery stores such as napkins. laundry de-
tergents, vitamins and pet foods.

Purchascs of cligible food and beverage for
home consumption that arc made with food
stamps or WIC Coupons will continuc to be
excmpt from all state and local county sales
and usc taxcs.

MANAGED
AUDITS A
SUCCESS

By DAVID COPHER

The Central Audit Division instituted a man-
aged audit program in Junc 1997, and after
the completion of its first ycar has been
plcased with the results.

Pattcrned after the Statc of Ohio’s success-
ful managed audit program, the Division has
targeted small to medium-sized companies
who were audited previously, resulting in
minimal liabilitics and issucs (decmed to be
questionable items of law) requiring resolu-
tion.

The managed audit is a hybrid of a sclf-au-
dit and the traditional audit conducted by
the tax specialist. Itinvolves the same basic
procedures as the traditional audit. with the
taxpayer agrecing to participate in examini-
tion of records. The Division provides writ-
ten audit instructions and ongoing consul-
tation. with the taxpayer performing the de-
tailed audit work subject 1o review by the
Lax specialist.

Oncc complcted. the Division verifics the
results before accepting it. with a resolution
agrecment signed by both the taxpayer and
the Division upon completion and accep-
tance. The resolution and payment of any
liability closcs the audit period and accom-
panying issues — in the abscnce of fraud,
malfcasance. misrepresentation of fact, con-
ccalment. or erroncous mathematical calcu-
lations.

The managed audit program has proven ad-
vantageous 1o both the taxpayer and the
Division. The advantages for the taxpayer
include: taxpayer education: enhanced fu-
turc compliance: guidance from the Division:
cstablishment of an ongoing, non-
adversarial relationship with the Division:
experience with the audit process: control
of the audit in that it is conducted at the
lcisurc of the taxpayer within an agreed upon
time frame (normally 90 days or Iess); and
time cllicicncics as (he taxpaver does not
have to train the tax specialist about internal

(See Managed on page 7)
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Y2K PROJECT CONTINUES '(

dui AN A

With the calendar advancing steadily toward
January 1, 2000, the Department of Revenue's
"Year 2000 Project Team" continuces to make
stcady progress to cnsure that all DOR com-
puter applications will be Year 2000 compli-
ant.

During the past twelve months. the Depart-
ment has added over 100 consultants to aug-
ment its existing Information Systems Divi-
sion (ISD) and Motor Vehicle Division stall
in order to accommodate the additional
workload. Aswell. it has contracted with a
Year 2000 remediation factory to assist in
implementing programming changes to scv-
cral of the Departnient’s integrated tax appli-
cations.

The "mission criticalt" naturc of the
Department’s tax processing systems, and
its infrastructure. is underscored further by
the fact that the DOR collects in excess of
$13 billion annually to fund the operations
of state government. Thus. it 1S casy 10 un-
derstand why the scope of the Year 2000 cf-
fortis clcarly a4 top DOR priority — and why
its importance cannot be understated.

Meeting the Mandate

"tn conjunction with Governor Miller’s mari-
date to all statc agencies. the Departient of
Revenue not only has a capable Y2K Planin
place. we have the necessary funding from
the General Assembly for it to succeed.” said
DOR Commissioncr T. Jerry Jackson. "We
arc also in full compliance with the
Governor's dircctive that all agencics de-
velop and have rcady a workable "backup
plan' in case one is needed."”

The crux of the Year 2000 "problem™ is based
upon the reality that current computer pro-
gramming language cannot currently distin-
guish a "00" (denoting 1900) from a "00" de-
noting 2000. Exacerbating this dilemma is
that the new nullennium (read: 2000) is also
the very first "leap yvear” in the computer
age thatis divisible by 400, Thus. computer
programs/systems that do not have a built-
in "update” for this leap year calculation will
neither recognivze that February 29,2000, is a
valid date. nor calculate properly the days of
the week for dates aficr February 28, 2000,

A 71\

Solving thesc problems, then, will enable the
Department’s systems to remain fully op-
crational on January 1, 2000 — if not sooner.

Not {o be overlooked is basic equipment uti-
lized in the Departiment on a daily basis in-
cluding desktop and laptop computcrs. fax
machincs and remittance processors that get
checks to the bank. All of them must be iden-
tified and replaced/reprogrammed as part of
the Y2K cfTort.

A Full Plate

As this issuc went to press, among ils
plcthora of all-consuming tasks the Y2K
Project Team was preparing to install the
remediated Integrated Tax System Sccurity
Umbreclla. followed in late summer by the
Centralized Taxpayer Registration systein.

This was preceded by installation of phase
I of the Individual Income Tax remediation.
phasc I of the Alcohol and Tobacco Tax
remediation. and a (required) preliminary
remediation phasc of the integrated tax sys-
tcs.

"Our goal is for the Departiment's systeins
10 be operational entering the Year 2000 with
minimal, if any, impact upon the general pub-
lic." said Nancy Styron. a Y2K project man-
ager. "There remains a lot of reprogramming
and testing of systems to be accomplished
so that the goal of Y2K compliance can be
achieved.”

An cspecially important arca concerns the
Motor Vchicle Division’s processing of ve-
hicle tags and titles. The Motor Vehicle Di-
vision is modifying the integrated registra-
tion and title system as part of its Y2K c¢l-
fort. and the new system will allow Georgia's
139 countics 1o update a centralized data
base online for faster and more accurate reg-
istrant service.  Currently, many Georgia
countics process tag and title registrations
using different processing systems. Some
usc automated systems while others pro-
cess registrations and titles manually.

The new tag and title system, utilizing the
latest uscr-friendly computer technology.
positions thc county window scrvice per-

A F‘V'
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sonnel 1o provide cnhanced cusltomer ser-
vice 1o vehicle owners since all counties will
be querying and updating the same data
basc. This is slated to be installed and fully
functional by Labor Day 1999. Highlights of
the system include a comprehensive corre-
spondence module. an end-of-day tag and
title fee accounting and reconciliation mod-
ule. a thorough automated treatment of the
ad valorem tax process that is tied to the
registration process by statute, and an au-
tomated inventory of platcs and decals. The
process is expected to speed the issuance
of a title from several weeks currently, (o scv-
cral days when the system is implemented.

Other computer svstems currently in the pro-
gramming stage of remediation include phase
2 of Individual Income Tax. Corporate Tax.
Mail Cash. Centralized Taxpayer Account-
ing and Alcohol and Tobacco Tax.

Duc to tax law changes as a result of the
1998 scssion of 1he General Assembly. the
Withholding Tax svstem is in the process of
being rewritten. It will be implemented in
January 1999 and will be certified as Y2K
compliant.

Among the non-ISD supported Y2K projects
in the Department are filePro applications
within the Central Audit Division and Prop-
crty Tax Division. Both divisions arc fund-
ing all hardware purchases (rom their respec-
tive budgets and conducting codc
remediation and (esting utilizing internal
staff. Central Audit’s remediation is sched-
uled to be completed in August 1998, and
Property Tax is slated to have its applica-
tions certified by 1998 vear-end.

Taken together. the Department of Revenue.
in addition to collection and processing of
taxcs and associated documents. has a full
agenda facing it —on many fronts— over
the next 18 months.
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By JON GALBRAITH

On July 1, 1997 {ifty-seven counties began
imposing the Educational Local Option Salcs
Tax (ELOST), at a ratc of 1 percent. Since
then, additional countics have approved and
implemented ELOST which has increased the
total to 109 of 159 countics in Georgia.

Based upon the first ten (10) months of dis-
tributions from sales and use tax reports filed
by dealers and retailers, the Departient off
Revenue has distributed a total of
$3530.,696.145.33 1o Georgia school boards in
ELOST moncy.

When Educational Local Option Sales Tax is
collected. reported. and remitied cach month
by dealers o the Department. their sales tax
returns are verified lirst for accuracy before
the appropriatc ELOST amount is then dis-
tributed to cach Local County and Indepen-
dent School Board within the county impos-
ing the tax. ELOST's creation has cnabled
school boards to begin to accomplish spe-
cific school construction projects through
collection of this I pereent sales tax. ELOST
is mandated —by voter referendum— for
cither a specificd time period not to exceed
five (3) years. or to accumulate a maximum
dollar amount —the projected cost— for the
construction projcct(s) as outlined in the ref-
crendum. By faw. once the maximum time
has expired, or the projected cost of the
project has been collected, whichever oc-
curs first. ELOST ccases immicdiately at the
cnd of the calendar quarter.

Over the past several months. the
Department’s Sales and Use Tax Division has
received many inquiries from countics. cit-
ics. school boards. and the media regarding
why monthly ELOST distributions arc not
always identical to any other [ percent local
county sales tax. There are several reasons
why. Historically. local option tax distribu-
tions have always differed by as much as 3
to 6 perecent. Among the reasons for this
variance are timing of collections. audits. de-
linquent collections. and usc tax remittances.

Following is a general explanation about why
monthly distribution of two local county
sales taxes —one of which is ELOST: both
of them imposed at a rate of 1 percent— might

differ within the same county:

Established (Mature) Tax vs. New
(Immature) Tax: Lag Time

Whenever a new tax type is imposed in a
county. a number of dealers will fail to cali-
brate the applicable rate change into their
checkout register. This results in the De-
partinent —alter subscquently analyzing
sales tax returns received— billing the dealer
for any under-payment/under-reporting ol
tax. Until these dealers' "learning curve”
about the new tax results in correct report-
ing of sales tax collected, ongoing distri-
hutions based upon these under-reported
(incorrect) amounts will be made to both
County and Independent School Boards.
What happens to rectify this situation is that.
over time. subsequent distributions will ¢n-
able a school board's receipts to “catch up”
to their proper level as businesses both cor-
rectly report sales tax cach month., and remit
(duc to being billed by the Departient) any
“back tax™ that is owed. It is duc to these
two factors that school boards should be-
gin o receive higher than expected dis-
burscments that scrve to “catch them up”
to the totals that they had been anticipat-

ing.

Thus. any “lag” experienced during the first
scveral months of a new tax type becomes
correcled as the new tax “ages™ and be-
comcs firmly cstablished. i.c.. "matures.”™
along with full compliance by dealers.

Dclinquent Payments, Audits, Refunds

The collection of tax referencing a delingquent
period, or an audit period prior 1o the effec-
tive date of a new tax, also play a major role
in understanding the differences in local
option sales tax distributions. Here are (wo
cogentexamples: 1) New Businesses. Gen-
crally. ncw businesses arc not audited dur-
ing their first three years of operation. There-
forc. any under-reporting of tax will be un-
covered solely by examination of sales tax
reports filed with the Department. In con-
trast. 2) Established Businesscs are subject
to audit cvery three years. This provides
the Department with a sccond mechanism
to scrutinize a company’s records and sub-
scquently correct any reporting deficien-

cies that may have alrcady. or arc at present
still, occurring.

Audits serve another valuable function:
They cnable the Department to be
"proactive" by providing a higher level of
both taxpayer cducation and customer ser-
vice.  This process thus bencefits all con-
cerned — busincsses [iling sales tax. the af-
fected county school boards duc to receipt
of more accurate monthly distributions, and
the Departiment which can conscquently cs-
tablish a better working relationship with the
business being audited. In a positive vein,
audits also promotc the concept of "self-
compliance” by businesses and individuals:
Itling clean. error-free ST-3 reports may in-
deed reduce the chance of a return being
“flagged.” and an audit being conducted by
the Department.

Refunds or credits issued to dealers have
the same cffect on local county distributions
by subtracting the focal county tax type that
apphics during the refund period. Claims for
refund are submitted for various rcasons such
as taxpayer filing crrors. amended returns due
to returned merchandisc. purchaser’s failure
to provide an exemiption certificate at the time
ol purchasc. or other reasons (the original
tax was crroncously paid to the supplier. for
example). All circumstances pertaining o a
rcfund claim arc thoroughly reviewed before
a rcfund or credit is issued.

The “good news” that should be gleaned
from the preceding is that the Department
has compliance mechanisms in place as a
“check and balance™ to insure correct report-
ing. Additionally. it also makes cvery cffort
cach month to inform dealers of tax rate
changes. This is accomplished by includ-
ing a monthly rate chart in the sales and
use tax report form (the “NT-37) that is
mailed to every registered sales tax account.
This rate chart is updated tumely and thus
reflects applicable county rate changes at
least 30 davs before the effective date of a
new tax (vpe. Another venuc that contains
updated, round-the-clock information is the
Sales and Usc Tax Division’s presence on
the Department of Revenue’s Website. It
can be accessed by contacting this address:
http://www2 state. ga.us/departinents/dor/.
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The Conceeptof "Use"

Sales tax is generally charged at the ratc of
tax that is applicable at the point of delivery.
If a sale occurs in a county having a lower
rate than the county of use (the final desti-
nation where the purchased item is taken),
then sales tax —to rectify any diflcrence in
the tax ratc— will be due in the higher
county. Credit is given to the taxpayer for
tax alrcady paid in the county with the lower
rate.

Crucial to understanding the distribution of
sales tax in the preceding example is that
any difference in sales tax paid by the con-
sumer (o his county of residence ("home
county") —which has a higher ratc than the
county where the itcm was purchascd— is
distributed back (o his home county by the
Department. Equally important. any differ-
cnee in sales tax distributed based upon an
out-of-county purchase is allocated to the
appropriate local option tax tvpe in the
taxpayer's home county. Hereis anexample
of how this is done: County "A" (the home
county) has a 7 percent tax rate that includes
three local option tax types —— LOST. ELOST
and MARTA. County "B" (where the item
was purchased) has a 6 percent tax rate that
includes LOST and ELOST. In this example.
the taxpayer owes his home county (County
A) a net difference of 1 percent in sales tax
for the purchase. Because County B re-
ceived its full 6 pereent sales tax at the time
of salc (4 pereent state sales tax. | percent
LOST. 1 perecent ELOST). the | percent dif-
ference paid to County A is allocated 1o its
ALARTA tax. The reason is because this is
the local option tax type that was nof paid/
credited at the time the sale was consuin-
mated: the consumer paid both LOST and
ELOST at the time ol sale. thus the two cor-
responding local county tax types "offsct”
cachothicr. Therefore. allocations to the ap-
propriate focal county tax type(s) aller any
olfscts will ahvavs cause a difference in the
resulting total distribution to a consumer’ s
home county af the end of the month
whether it affects LOST. HOST. ELOST.
SPLOST. or MARTA tax. Simply put.
monthly county ELOST distributions. com-
parcd to any other [ pereent local option tax
wpe. will never match dollar-for-dollar.

Enforcement of sales tax (basced upon the
concept of "use" of an item) is generally
not applied to routine purchases by indi-
viduals, except for purchases of "big ticket”
items such as automobiles, boats, and air-
planes. Businesscs are required to accrue,
report. and remit any underpayment of tax
on these types ol purchases that the busi-
ness makes.

Cash vs. Accrual Accounting

Dealers arc allowed 1o report sales and use
utilizing cither cash-basis or accrual-basis
accounting. Cash-basis accounting pro-
vides for the reporting of transactions at
the time payment is received, not at the time
of dclivery.  When a county’s tax rate
changes between the time of delivery and
the time of payment. the tax rate at the time
of delivery will apply. This [requently re-
sults in a dealer reporting some of their sales
transactions under the "new” rate while re-
porting other sales transactions under the
"old" rate: at the end of that month differ-
cnces in subscquent tax distributions (o
countics will. of coursc. occur.

The accrual method of reporting is bascd
upon when a sale is made — which is not
always at the time the dealer receives pay-
ment. This reporting mcthod docs not cre-
ate differences in local county tax distribu-
tions because e transaction is subject to
alt Tocal county taxes at the time of sale.
ok ok ok K

The Sales and Use Tax Division hopes that
the preceding explanation will help o clarify
any misconceptions concerning the collec-
tion and distribution of the Educational
Local Option Sales Tax. Anyonc having
questions is invited to call cither their ncar-
est Regional Office or DOR Heuadquarters
in Atlanta at (404) 636-400640).

TAXPAYER
AWARENESS
SEMINARS

Following below is a list of the remaining
1998 Taxpayer Awarcness Seminars con-
ducted annually by the Department of
Revenue’s Sales and Use Tax Division.
Conducted free of charge, advance con-
firmation of attendance is required. Over
the years. the seminars have proven both
an clfective, and popular, method of cdu-
cating the public about general sales and
usc tax law. local taxcs. audit preparation,
and other topical arcas of intercst.

Taxpayers requiring further information, or
who wish to register to attend a specific
seminar. are invited to call the DOR’s Sales
and Usc Tax Division in Atlanta at (404)
0636-4000. The remaining schedule:

September 24: Columbus State University,
Auditorium. Columbus: 8:30 a.an.~:30 pan.

October 22: Gainesville College. Audito-
rium. Gainesville: 8:30 a.m.-4:30 p.m,

November 13: Russcll Rescarch Center,
Auditorium. 950 College Station Road.
Athens: 9 a.m.-3 p.m,

December 8-9: North Fulton Governmient
Service Center. 7741 Roswell Road. Sandy
Springs: 8:30 a.m.~4:30 p.m.
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Since the debut of the new Sales and Use
Tax Report Form (the "ST-3") last summer.
the DOR’s Sales and Use Tax Division has
conducted over 100 taxpayer scminars and
workshops to educate the public about its
implementation. The Division has also pro-
duced a popular thirty-minute vidco —avail-
able frec of charge— that contains three
problem-solving examples. Along with ask-
ing questions at Sales Tax seminars, taxpay-
crs have also called secking help over the
phone to solve a varicty of questions and
problems concerning the ST-3.

Following bclow is a compilation of com-
monly asked questions by ST-3 filers. The
Sales and Usc Tax Division hopes that the
answers to thesc questions will lcad (o casicr
preparation of vour ST-3. While arithmeti-
cal mistakes do occur from time to time. the
Division’s goal is for every liler’s prepara-
tion time when filling out an ST-3 to decrease
with cach succeeding month. That should
transtate into cleancer. crror-free returns. and
less frustration and questions from you —
our customers. I the Division can be of fur-
ther assistance. please do not hesitate to call
the Atlanta headquarters at (404) 636-4060
from 8 a.m.~4:45 p.m.. Monday through Fri-
day. or your ncarest DOR Regional Oflice.
1. Is asales and use tax report form ahvays
required to be filed when a business does
not have any sales or use to veport? Yes —
it isalways required. inevery case. The saics
and use tax report form is required to be filed
regardless of whether or not any sales or
usc tax activity took place in the preceding
tax period (monthly or quarterly). All tax-
payers are required to file reports monthly.
unless permission is received from the
Department’s Sales and Usc Tax Division to
filc on a different reporting basis.

2. Are freight charges that are part of a
retail sale subject to sales tax?  Freight
charges arc taxable unless the delivery isar-
ranged by the scller as agent for the pur-
chaser. Also. the charge must be scparately
stated. be prepaid by the seller. and the terms
of the delivery be FOB shipping point.

3. What tax rate should a dealer charge on
ataxable sale? Dealers are responsible for
charging the rate of tax applicable to the
county wherc the purchaser takes posses-

SALES & USE TA

sion and/or title to the property. Normally.
this occurs where the purchaser takes deliv-
cry of the product.

4. Are churches exempt from Georgia
sales and use tax? No. Georgia does not
granta sales or usc tax excmption to churches
or other nonprofit organizations. Churches
arc. however, exempt from sales and usc taxes
for purchases of bibles. testaments. and
olher sinular books recognized as Holy Scrip-
ture.

5. 1 my nonprofitorganization holds an ex-
cmption certificate in another state, will
Georgia honor it and exempt it from Geor-
gia sales tax? No. Georgia does not recog-
nize an exemption certificate issucd by an-
other state to a nonprofit organization.

6. Arc sales of maintenance agreements
subject to Georgia sales and use tax? No.
Charges for maintenance agreenments or ex-
tended warrantics. when stated separately
onaninvoice, arc not subject 1o Georgia sales
and usc tax. The service provider is consid-
cred the end consumer of any tangible per-
sonal property used in maintenance or re-
pair. If the agreement provides for a charge
to the customer for parts, this charge is sub-

jectto sales tax as would be any other retail

sale.

7. Is computer software subject to Georgia
sales and use tax? Georgia sales and usc tax
applics to pre-written sofiware. This can be
cither “canned™ software (in a standardized
format that can be used by the general pub-
lic — basic “word proccessing software.” for
example) or “modified” software (standard-
1ized in a precise format that can be used to
perform a specific task or function). Ancx-
ample of modified software would be tax
preparation software: it is both prewritien
and modificd so cither a taxpayer. or Lax prac-
titioner. can usc it to preparc Lax returns,

Sales and usc tax docs not apply to software
written lor, or tailored to. an individual
customer’s specific needs or requirciments.
The appropriate term for this kind of soft-
ware would be "customized" softwire.

8. Is food exempt from Georgia sales and
use tax? The sale or use of food for ~off-

premises” human consumption, as defined
by the federal Food Stamp Act, has become
gradually exempt from the 4 percent Georgia
state sales tax. (On October 1, 1998, it will
becomie {ully excmpt.) The federal Food
Stamp Act defines food as a staple food prod-
uct for “home consumption™ (meat, poultry,
bread. milk. candy. canned soft drinks, ctc.).
It docs not include alcoholic beverages, to-
bacco products. itcms sold hot or intended
{o be heated at a store. immediate consump-
tion of products (fountain drinks). vitamins,
and minerals. The food excmiption docs not
include sales made through vending ma-
chincs. or plants that grow food (tomato
plants. for example). Retatil dealers are re-
quired to maintain adequate records of all
sales of cligible lood and beverage.

9. What is the current tax rate charged on
the sale of eligible food for “oftf-premises”
consumption? Theapplicable rate of tax on
cligible food is 4 percent in a 7 percent
counly (except for DeKalb County). 3 per-
cent in a 6 percent county and DeKalb
County. 2 pereent ina S percent county, and
I pereent in a4 pereent county. On Octlober
1. 1998, the rate of tax will be further reduced
by 1 percent, thus eliminmating all State sales
tax from sales of cligible food and beverage.

Food sold for ~on-premises” or inmediate
consuption, hot foods. alcoholic bever-
ages and sales through vending machines
are subject o the general rate of tax in a
county.

10. Will the eligible food and beverage ex-
emption apply to local county taxes? The
food excmption will apply only to the fol-
lowing focal county taxcs on the specific
dates for any Local Option Tax imposed af-
ter October 1, 1996, Effective July 1, 1997,
this cxemption applicd to the Homestead
Local Option Tax (HOST) imposed in DeKalb
County. Ellective October 1. 1998, the ex-
cimption will apply to the Local Option Tax in
Talialerro County.

11, Are labor charges subject to Georgia
siles and use tax? Charges lor installation
and repair Tabor. when stated scparately on
an mvoice. are not subject to Georgla salkes
and use tax. Repair labor mcans labor needed
to restore an item to working condition. In-
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stallation labor mcans labor nceded to in-
stall tangiblc personal property.

IFabrication labor, however, is subject to
Georgia salcs and usc tax regardless ol how
the charge is stated on the invoice. Fabrica-
tion labor is labor required to produce an
article [rom stock or custom materials into a
new article with a new forin, quality or prop-
crty. This includes the culling. carving. or
shaping of a stock or custom article when a
new article is ereated. Somie examples of fab-
rication labor arc the creation of curtains or
window treatments [rom cloth, the creation
ol a dress or suit from cloth. or the manufac-
lure of cabinets or counter tops from wood
or other products.

12. Is it true that the Department is ofter-
ing afree sales and use tax training video?
How can someone obtain a copy? Yes. itis.
Simply call vour ncarest DOR Regional Of-
ficcor. in the Mctro Atlanta arca, (404) 657-
7073 to order the video. [t contains three
problem-solving examples along with a sales
and use tax instruction workbook. and lasts
approximately thirty minutes.

13. If [ need to make changes or correc-
tions to my sales and use tax registreation
certificate, is there a number that Iean call
to accomplish this over the telephone? Yes.
thercis. Please contact the DOR's Central-
ized Taxpayer Registration Unit at (404) 051-
8651, They will be pleased to makeany and
all nceded changes to vour sales tax regis-
tration inforntion.

ALCOHOL COMPLAINT LINE

ATLANTA—In a move designed to bolster
the cffectiveness of its Undcrage Alcohol
Investigation Task Force, the Department of
Revenue has implemented a toli-free com-
plaint linc. DOR Commissioner T. Jerry Jack-
son has announced.

Available twenty-four hours a day. the toll-
frec complaint line —1-877-CHECK-ID—1s
designed to facilitate the reporting of alco-
hol sales to undcrage persons and related
violations.

"Under the auspices of our Alcohol and
Tobuacco Division. we regularly conduct un-
derage investigations o reduce undcerage
drinking and rckited DUI violations by un-
derage persons.” Commissioner Jackson
said. "This toll-frec complaint line compriscs
another cffective tool in our arsenal to con-
vey an important message: Underage alco-

hol violations. of any kind. will be strictly
cnforced by this Department.”

L conjuction with its underage compliance
and monitoring activitics, the Alcohol and
Tobacco Division will conduct several large-
scale underage alcohol operations through-
out Georgia over the next several months.
The investigations will utilize underage un-
dercover operatives and are being con-
ducted in responsc to complaints received
by the Department and local law cenlorce-
ment ageneics. and requests for assistance
from local agencics.

Along with the toll-frec complaint line. tax-
payers can also report underage alcohol vio-
lations by accessing (he Division's webpage
atbwww2 state.ga.us/departiments/dor/alco-
hol or contacting the Division by ¢c-mail at
atdivicorey.stale. ga.us.

MANAGED AUDITS REAP $$

(Continued from page 2)
accounting opcrations and procedures. In

addition, the Department agrees to waiver off

penalty upon payiment of tax and interest.

The Department benefits from the managed
audit because the process educates the tax-
payer and increases future compliance. over-
all compliance is increased due to the cun-
fative audit hours saved and other efficien-
cies. the process cnhances the tax special-
ists” organizational and communications
skills. a working rclationship is established
with the taxpayer thus increasing the
Department’s efforts at customer service. and
the audit is concluded quickly without de-
lays. appcals. or litigation.

The Central Audit Division has thus far been
plecasantly surpriscd by the success of the
program and the interest exhibited. Although
tailored to small to medium-sized companics.
several large companies have also expressed
interest in the managed audit program. The
Division is always pleased to discuss it with

any intercsted taxpaycr. although it reserves
the right to limit agreements to those tax-
payvers who have the personncl and re-
sources to conduct the managed audit thor-
oughly.

To date. the Division has signed 22 agree-
nients and cormpleted 12, The results of the
completed agreements have been impressive:
net collections of $459.5392: an average re-
turn per hour of $2.802: a total time savings
of 337 hours referencing the 8 audits having
a previous audit history: and an average time
reduction of 72.6 percent. As a result of its
demonstrated success. the Division plans
1o make the managed audit program a regu-
lar part of its already comprechensive audit
{unction. with the goal for it to become the
“norm’” rather than the exception. Any tax-
payer desiring additional information or who
would likc to discuss the managed audit pro-
gram in greater detail. is invited to contact
Ed Many, Director. Central Audit Division,
atdO04-051-5417.




